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CONFIDENTIAL TOKYO 1 1021 

STATE PASS EXIM, TREASURY-BENNETT, COMMERCE-FOX 
MANILA FOR CHAIRMAN CASEY 

E.O. 11652: GDS 
TAGS: EFIN, ETRD, JA, US 

SUBJECT: EXIM CHAIRMAN CASEY'S MEETING WITH MITI OFFICIALS 

1. DURING CONVERSATION AUGUST 24 IN TOKYO BETWEEN CHAIRMAN 
CASEY AND MINISTRY OF INTERNATIONAL TRADE AND INDUSTRY OFFICIAL 
(FUMITAKE KISHIDA, DIRECTOR GENERAL, INTERNATIONAL TRADE 
ADMINISTRATION BUREAU), FOLLOWING POINTS WERE MADE: 

2. RE GENTLEMAN S AGREEMENT ON EXPORT CREDIT: IN 

RESPONSE TO KISHIDA'S QUESTNECESSARY TO AGREE ON MINIMUM EXPORT CREDIT INTEREST RATES SO 
THAT PARTICIPATING GOVERNMENTS COULD BE PROTECTED AGAINST COST 
OF EXPORT CREDIT PROGRAMS. USG POSITION REMAINS AS STATED AT 
LAST WASHINGTON MEETING. 

3. CONCERNING MATURITIES, KISHIDA EXPLAINED THAT RE- 
PAYMENT OF LOANS FOR NATURAL RESOURCES PROJECTS WILL BE 
MADE FROM PROCEEDS OF RESOURCES, AND REPAYMENT THUS TAKES 
LONGER. LARGE SCALE PROJECTS ALSO REQUIRE LONGER RE- 
CONFIDENTIAL 

PAGE 02 TOKYO 11021 260426Z 
PAYMENT PERIODS, IN JAPANESE VIEW. 

4. THERE SEEM TO BE DIFFERENT VIEWS ON INTEREST RATE 
QUESTION AND JAPANESE AGREEMENT ON THIS POINT AT BRUSSELS 
MAY BE DIFFICULT, SAID KISHIDA. CASEY EXPLAINED THAT USG 
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EXPERIENCE HAS BEEN THAT HIGHER INTEREST RATES HAVE NOT 
DETERRED BORROWERS. CASEY SAID HE DOUBTS WHETHER JAPAN'S 
INCREASING ITS INTEREST RATES WOULD VERY MUCH AFFECT 
JAPAN S ABILITY TO SELL. KISHIDA RECALLED THERE HAD BEEN 
DISCUSSION OF SEVEN PERCENT MINIMUM RATE AT RECENT 
WASHINGTON MEETING. THIS COULD BE STARTING POINT FOR JAPAN. 
HOWEVER, A GREATER CHANGE WOULD PRESENT DIFFICULT PROBLEMS. 
MARKET INTEREST RATES ARE LOWER IN JAPAN THAN ELSEWHERE, 
KISHIDA SAID, SO GAP BETWEEN PRESENT OFFICIAL AND MARKET 
RATES IS ALSO SMALLER IN JAPAN THAN ELSEWHERE. FINALLY, 

HE SAID, AGREEMENT ON RATE HIGHER THAN SEVEN PERCENT WOULD 
I .HAVE SUBSTANTIAL ROOM FOR COUNTRIES NOT PARTY TO AGREE- 
MENT TO OFFER LOWER RATE. THIS WOULD NECESSITATE COUNTRIES 
PARTY TO AGREEMENT LOWERING THEIR RATE TO MATCH SUCH 
COMPETITION, AND CREATE PROBLEMS IN ADMINISTERING THE 
AGREEMENT. JAPAN HOPES FOR AN EARLY AGREEMENT, SAID 
KISHIDA, BUT ALSO HOPES USG UNDERSTANDS JAPANESE POSITION. 

5. IN RESPONSE TO CASEY'S QUESTION, KISHIDA SAID JAPAN 
EXIM'S PRESENT RATES ARE IN 6 TO 7 PERCENT RANGE. 

MIXED RATE IS 7 PERCENT. CASEY NOTED THAT US EXIM IS 

NOW LOANING AT ABOUT 8 PERCENT. THUS, PROPOSED AGREEMENT 
AT 7 PERCENT WOULD NOT BE WORTH MUCH TO USG NOR AFFECT 
PRESENT JAPANESE PRACTICES VERY MUCH. KISHIDA SAID JAPAN 
WOULD BE IN DIFFICULT POSITION IF USG AND WESTERN EUROPEAN 
COUNTRIES PUSHED JAPAN TO AGREE TO 7.5 PERCENT OR SO. 

CASEY RESPONDED THAT HE FELT WESTERN EUROPEAN COUNTRIES 
WILL WANT USG TO ENTER AGREEMENT TO 8 PERCENT RATE WITH 
THEM WITH PROVISO THAT IF PARTIES TO THAT AGREEMENT 
COMPETE WITH NON-PARTIES (INCLUDING JAPAN IF NOT PARTY) 

THEY MAY LOWER RATES TO SIX OR SIX AND ONE HALF PERCENT 
TO MEET COMPETITION. USG WOULD LIKE TO AVOID SUCH AN 
EVENTUALITY, AND HOPED JAPAN WOULD PARTICIPATE. OTHER 
COUNTRIES COULD BE BROUGHT IN LATER. KISHIDA SAID AGREEMENT TO 
EIGHT PERCENT WOULD BE VERY HARD FOR JAPANESE. JAPANESE 
MINISTERS CONCERNED WITH THIS PROBLEM WILL HAVE TO 
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STUDY QUESTION CLOSELY. 

6. RE MATURITIES: CASEY SAID THERE COULD BE ANY OF 
THREE DIFFERENT APPROACHES OR COMBINATIONS THEREOF IF 
GENERAL AGREEMENT TO EIGHT AND ONE HALF AND TEN YEAR 
MATURITY WERE REACHED: (A) IF AMOUNT OF IMPORT OR BANK 
LOAN EXCEEDS SPECIFIED LEVEL, MATURITY COULD BE EXTENDED. 

(B) IF PARTY TO AGREEMENT FELT IT WAS NECESSARY TO OFFER 

A LONGER MATURITY FOR A PARTICULAR PROJECT, THAT PARTY 
COULD GIVE NOTIFICATION TO OTHER PARTIES, PRIOR TO OR 
WHEN OFFERING LOAN, THAT IT WAS PREPARED TO GRANT LONGER 
MATURITY. (C) IF MATURITY WERE TO EXCEED AGREED MAXIMUM, 

AN ADDITIONAL ONE PERCENT INTEREST RATE COULD BE CHARGED. 
CASEY ASKED WHICH OF THESE THREE POSSIBILITIES SEEMED 
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MOST ACCEPTABLE TO JAPANESE. KISHIDA REPLIED ORDER OF 
PREFERENCE WOULD BE (A), (B), (C). UNDER APPROACH (A) 

ABOVE IT WAS AGREED THAT IT WOULD BE NECESSARY TO DEFINE 
HOW TO MEASURE AMOUNT I.E. WHETHER BY TOTAL PROJECT SIZE, 
AMOUNT OF CREDIT. ETC. KISHIDA AGREED TO FURTHER STUDY 
ALTERNATIVES (A), (B) AND (C) AND MORE FULLY RESPOND IN 
BRUSSELS. 

7. ON LOCAL COSTS, KISHIDA FELT THAT CONSIDERATION OF 
THIS SUBJECT IN GENTLEMAN'S AGREEMENT SHOULD AWAIT 
RESULTS OF EXPERTS MEETING AT OECD ON SEPT 5 AND 6. 

ON MIXED CREDITS, KISHIDA SAID THAT JAPAN DID NOT MAKE 
VERY MANY AND WOULD HAVE NO DIFFICULTY WITH NOTICE 
PROVISION WHICH WOULD RELIEVE OTHER PARTIES OF ANY 
RESTRICTION. 

8. RE SIBERIAN DEVELOPMENT: IN RESPONSE TO KISHIDA'S 
QUESTION, CASEY REVIEWED PROSPECTS FOR EXIM LEGISLATION. 
FOLLOWING PASSAGE NECESSARY LEGISLATION, HE SAID, 

YAKUTSK PROJECT WOULD BE FIRST TO BE CONSIDERED, IT 
MIGHT BE POSSIBLE FOR EXIM TO REACH DECISION ON THIS 
PROJECT IN NOVEMBER. KISHIDA SAID JAPAN HOPES CONGRESS 
WILL PASS LEGISLATION SO THAT EXPLORATION CAN PROCEED 

AS SOON AS POSSIBLE. WILL CONGRESSIONAL PROCEDURES ALLOW 
ACTUAL EXPLORATION TO BEGIN IN NOVEMBER, KISHIDA ASKED? 
CASEY RESPONDED THAT HE DID NOT BELIEVE THIS WOULD BE 
POSSIBLE. HOWEVER, LOOKING AT MATTERS OPTIMISTICALLY, 
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AN EXIM DECISION TO MAKE THE LOAN COULD BE MADE IN 
NOVEMBER 1974. 

HODGSON 
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